It is usually said that the infringer is treated as if he or she conducted the infringing activity on behalf of the claimant. 8 The equitable principles for the award of an account for such infringement developed in the old Chancery Courts but have evolved ever since, most recently with the decision of the Court of Appeal in Hollister v Medik Ostomy.
9 It was in this case, however, that the English courts first had to consider the effect of European law, and the Enforcement Directive in particular, on the traditional equitable remedy.
ENFORCEMENT DIRECTIVE
The award of remedies for the infringement of intellectual property is now subject to the Enforcement Directive (2004/48/EC). The Directive was intended to ensure that the obligations under the TRIPS Agreement were given proper effect in EU law. This means that the equitable principles applying to an account of profits for the infringement of an intellectual property should be interpreted in accordance with that Directive (and therefore TRIPS). Initially, it is important to note that the Directive 10 only applies to 'intellectual property' 11 which probably only includes patents, copyright and related rights, trade marks, designs and plant varieties but not breach of confidence 12 or passing off. 13 Thus, what might be considered an intellectual property matter by an English lawyer is not the same as that which is an intellectual property matter under the Directive. The present discussion is concerned only with the latter and, in particular, the rules on damages. Article 13 of the Enforcement Directive, which gives effect to Article 45(1) of the TRIPS Agreement, sets this out: engaged in an infringing activity, to pay the rightholder damages appropriate to the actual prejudice suffered by him/her as a result of the infringement. When the judicial authorities set the damages: (a) they shall take into account all appropriate aspects, such as the negative economic consequences, including lost profits, which the injured party has suffered, any unfair profits made by the infringer and, in appropriate cases, elements other than economic factors, such as the moral prejudice caused to the rightholder by the infringement; or (b) as an alternative to (a), they may, in appropriate cases, set the damages as a lump sum on the basis of elements such as at least the amount of royalties or fees which would have been due if the infringer had requested authorisation to use the intellectual property right in question. 2. Where the infringer did not knowingly, or with reasonable grounds to know, engage in infringing activity, Member States may lay down that the judicial authorities may order the recovery of profits or the payment of damages, which may be pre-established.
Importantly, Article 2(1) states that these standards are without prejudice to national remedies which are more favourable to rightholders. In other words, the Directive sets minimum standards -Member States can grant more generous relief to rightholders if they so choose. The Directive further sets out the remedies which Member States provide; whether those set out in the Directive or otherwise, they must be fair and equitable 14 as well as effective, proportionate and dissuasive (and they must not create a barrier to trade). 15 The extent to which the Directive sets minimum rights in the traditional sense, rather than a fuller harmonization is less clear. The Advocate-General in C-175/06 Alessandro Tedesco 16 suggests, in relation to evidence preservation, that the divergence between Member States is only going to exist to the extent that flexibility in the Directive's transposition is allowed.
17 This statement appears to be referring to the usual flexibility Member States enjoy to choose the form and method of implementation of a Directive, 18 rather than a more general flexibility. Indeed, in C-360/10 SABAM 19 the Court of Justice described the Directive as actually conferring jurisdiction on the Member States' court. 20 This statement is, it appears, little more than an acknowledgment that remedies for intellectual property infringement now fall within the exclusive competence of the European Union on the basis of pre-emption. 21 This intention to harmonize and so bring remedies within that competence was clear from the Commission proposal 22 and is supported by the recitals to the Directive which state that its purpose was 'to ensure that intellectual property rights enjoy an 14 The effect of this is that Member States only have power to legislate (or otherwise create) remedies which go beyond those set out in the Directive because the Directive itself 29 allows it. The wording of Article 13 -and the minimum standard for damages -will at some point be given an autonomous European Union meaning. This is almost inevitable as the provision makes no reference to national law. 30 Indeed, it is clear from the Explanatory Memorandum for the United Kingdom implementing legislation 31 that the Government believed that some of the terms in Article 13 were unclear in scope, which is why the copy-out approach was adopted, 32 thus avoiding the need to make further modifications to domestic law should the European court give an unexpected meaning to a particular phrase. Yet to avoid over-implementation (so-called 'gold plating') the implementing regulation 33 makes it clear that a minimum implementation has been undertaken. 34 In any event, when the Directive's obligations are given effect in English law it is important to ensure that the interpretation adopted does not conflict with fundamental rights or with the other general principles of European Union law, such as the principle of proportionality.
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Uncertain terms and the potential for subtle differences If, and when, the Court of Justice comes to interpret Article 13 it is not clear upon which basis they will proceed. In relation to 'equitable remuneration' required under Article 8(2) of the Rental Rights Directive (2006/115/EC), the Court in C-245/00 SENA 36 held that the concept of 'equitable remuneration' should be given an autonomous EU meaning. 37 But the Court went on to find that because the specific methods of determining that remuneration were not set out in the Directive, the relevant criteria were for Member States to determine for their territory. 38 The Court of Justice was merely there to ensure the 'greatest possible adherence … to the concept of equitable remuneration' and to indicate that the terms had to be reasonable. 39 In C-467/08 Padawan 40 the Court once more held that 'fair compensation' within Article 5(2)(b) of the Information Society Directive (2001/29/EC) should be given an EU meaning, 41 but it went on to conclude that the concept needed elaboration. 42 This further clarification was quite limited in practice however. 43 The Court of Justice will almost inevitably search for autonomous meanings for each of the phrases set out in Article 13 of the Enforcement Directive; so what do the following mean: 'damages appropriate to the actual prejudice suffered … as a result of the infringement'; 'negative economic consequences'; 'lost profits'; 'unfair profits'; 'elements other than economic factors'; and 'moral prejudice'? The Enforcement Directive is a harmonizing measure and so it is likely that the Court will follow the approach in Padawan and elaborate on the meaning of these words and phrases, rather than leave it to Member States to apply their own tests, as occurred in SENA. However, the European Courts have very limited experience in the assessment of damages in a private law matter and the best possible analogue 44 is damages awarded under Article 340(2) of the FEU Treaty: 45 Article 340 … In the case of non-contractual liability, the Union shall, in accordance with the general principles common to the laws of the Member States, make good any damage caused by its institutions or by its servants in the performance of their duties.…
These damages are what, in English terms would be called common law damages, but the potential for EU concepts is such that they highlight issues that could arise in any aspect of interpreting Article 13. Article 340(2) requires the court to award damages based on the general principles common to the laws of the Member States. 46 context of remoteness, it is clear that the wrongful act needs to be the 'direct consequence' of the damage in question yet not too remote. 47 This standard of remoteness, however, is yet to be clearly defined. 48 The General Court has spoken of things needing to be 'objectively foreseeable' or the need for the defendants to be aware of the effect; 49 how different is this from the English test of something being 'reasonably foreseeable'? There also appears to be a requirement under Article 340(2) to show reasonable diligence 50 to mitigate loss, 51 but is the standard the same as the English law requirement to take 'reasonable' steps to mitigate loss? Similarly, is 'moral prejudice' in the Directive likely to be seen as similar to damage to the reputation -a noneconomic harm compensated in an action under Article 340 (2) 52 -or something where the judgment itself can often be sufficient vindication. 53 It is not suggested that in relation to Article 13 the Court of Justice would blindly follow its approach under Article 340(2). Yet it is clear that although similar basic concepts have been applied by the Court of Justice they appear to be subtly different to the traditional common law concepts. Therefore, the blind application of English law concepts to Article 13 of the Directive might be incompatible with European law.
BOEHRINGER II
In both the Patents County Court and the Court of Appeal in Hollister, significant reliance was placed on C-348/04 Boehringer II. 54 The case involved a claim by a trade mark owner against a parallel trader, who was importing certain pharmaceutical products into the United Kingdom in altered packaging. The parallel trader did not give the requisite notice required to avoid infringement. 55 The third series of questions referred by the Court of Appeal related to remedies. The questions asked were, in essence, whether it was permissible to have the same financial remedies applied in relation to infringement by a parallel trader who did not give notice as those applied to the seller of spurious goods. Additionally, the Court sought clarification over whether the granting of financial remedies in such a case is governed by the principle of proportionality.
The Court of Justice's judgment in Boehringer II included some important points of general application. It first reiterated the general rules on the implementation of Directives, namely that it is for Member States to choose the most appropriate form and methods to ensure the effectiveness of a Directive (it was referring to the Trade Marks Directive 56 in this instance). 57 It went on to suggest any measure adopted must not only be proportionate, but sufficiently effective and a sufficient deterrent to ensure the particular directive is fully effective.
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In relation to the other part of the question, the Court answered that having the same remedy for the parallel trader who does not give notice and the seller of spurious goods is not contrary to the principle of proportionality, 59 and further, that it was for Member State courts to determine the financial compensation according to the circumstances of each case, in the light of, in particular, the extent of the damage caused to the trade mark proprietor. 60 As the Court of Appeal made clear in Hollister this was not the Court of Justice defining a particular remedy or setting out the mechanism by which damages should be calculated. It was leaving it to Member States to adopt appropriate measures. Thus, the basic duty of Member States to ensure there was an appropriate sanction under the Trade Marks Directive (and other intellectual property Directives) is, it is suggested, satisfied by the implementation of the Enforcement Directive. Furthermore, the principle of proportionality for 'damages' no longer comes from Boehringer II, but from Article 3 of the Enforcement Directive. Indeed, it must be the case that the scope of damages when properly awarded under Article 13 is sufficiently effective and a sufficient deterrent to ensure intellectual property rights are respected. Thus, the minimum standard required by the Directive already meets the Boehringer II criteria.
HOLLISTER V MEDIK
The facts of Hollister are very similar to Boehringer II. A parallel importer failed to give notice to the trade mark owner about the repackaging of certain medical products and so infringed the trade mark owner's rights. The Claimant sought an account of profits for the infringement. HHJ Birss in the Patents County Court, 63 after considering Boehringer II in particular, 64 concluded that the correct approach to awarding an account of profits was to: (i) assess the account on the normal basis under English law; (ii) consider the extent of damage caused to the proprietor by the infringement and the issue of proportionality, in all the circumstances of the case; and (iii) decide what final sum should be awarded having regard both to the sum assessed on the 58 account step (i) and the factors considered at step (ii). 65 The correctness of this approach was reviewed by the Court of Appeal.
No reference this time
The Court of Appeal has discretion as to whether to refer questions on the meaning of EU legislation which are not acte clair to the Court of Justice. 66 The willingness of the English courts to try to get to the bottom of European intellectual property law has led to a large number of references being made. However, despite Lord Justice Kitchin expressly stating that the scope of Article 13 is 'not entirely clear' 67 the Court did not exercise its discretion to refer any questions to the Court of Justice. The Court of Appeal therefore proceeded to consider the matter for itself. As will become clear from the subsequent discussion, some clarification is needed in this area and a reference to the Court of Justice sooner -rather than later -is desirable towards that end. This might be seen as a missed opportunity.
Application of the Directive
The Court of Appeal first looked at Article 13 and Recital (26) and took the view that these provisions do not preclude the award of an account. Indeed, it is difficult to imagine what the recovery of 'unfair profits' could mean other than some form of account (not necessarily an English account however). The Court then went on to determine whether an account was a sanction permitted in accordance with Boehringer II.
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This was, as already indicated, unnecessary as the Directive is now the relevant instrument for sanction and so it had already answered the necessary question with its earlier statement that an account of profits is not incompatible with the Enforcement Directive. 69 Nevertheless, the Court's discussion of proportionality under Boehringer II is a good analogue for determining proportionality, effectiveness and dissuasiveness under the Directive.
As the Court of Appeal indicates, an account ensures that an infringer does not benefit from his or her wrong. 70 There is no element of punishment and there is discretion to refuse an account where it would produce an unjust result. It is therefore proportionate. It is an effective deterrent 71 the Court said because the infringer will know that he or she will not retain any profits from the infringement. 72 The Court did not expressly consider the other requirement of the Directive, namely whether an account is 'fair and equitable'. However, it must be because it can be refused where it produces an unjust result. The Court of Appeal then went on to apply the English rules for making an account of profits. However, by doing this it left many questions unanswered. 
Election
It appears that neither before the Patents County Court nor the Court of Appeal did the Claimant submit that it was entitled to both damages and an account of profits. The Court of Appeal described the two as alternatives 73 and mentioned the need to elect. 74 The remedies are often described as inconsistent, as damages represent the rejection of the defendant's acts whereas an account represents the adoption of those acts. Nevertheless, whether the traditional election between damages and an account 75 remains compatible with Article 13 is an issue which has been raised in the literature. 76 The difficultly arises because of the ambiguous wording of Article 13 and the slightly contrary wording of a recital. The Article refers to 'all appropriate aspects … such as the negative economic consequences' and then sets out a list including 'lost profits' and 'unfair profits'. The former is probably the closest to common law damages and the latter to an account of profits. One reading of this provision, therefore, suggests that the negative economic consequences of an infringement include both lost profits and the defendant's unfair profits. Confusingly Recital (26) uses slightly different wording, referring to 'all appropriate aspects, such as loss of earnings … or unfair profits'. The Recital's use of the word 'or' would suggest the election is still permitted, but the Article (which of course takes precedence) is less than clear on the matter.
Knowledge
Another issue which was not considered in the context of the Directive is the knowledge of the defendant. In general, the knowledge of an infringer is not relevant to liability. 77 But it is relevant for the purposes of damages as Article 13(1) only applies in cases where the 'infringer who knowingly, or with reasonable grounds to know, engaged in an infringing activity'. Where there is an innocent infringement, Article 13(2) applies permits, but does not require, the courts of Member States to award damages and allows damages to be awarded on a predetermined scale. As a matter of English law, as the Court of Appeal stated, an account might be refused where the defendant is innocent. 78 To the extent that equity requires innocent defendants to pay damages or make an account this is not covered by Article 13(1) and so falls within Article 13(2) and the permission given by Article 3(1) to give more favourable treatment to rightholders. There is, however, a potential overlap. It is likely that 'knowingly' in Article 13 means actual knowledge, but what would 'reasonable grounds' be with its autonomous EU meaning? Would it cover an infringer who does not satisfy a strict legal test (such as a notice requirement) of which they were unaware or misunderstood? And what sort of steps are 'reasonable' for these purposes? The issue is further confused by the fact that recital (17) does not refer to knowledge being a factor in the appropriateness of remedies, but that the intentional or unintentional nature of the infringement is relevant. It may be that innocent infringers under English law have reasonable grounds to know (or are intentional infringers) under the Directive or vice versa. The meaning of knowledge is an important point as the application of Article 13 will turn on it.
Unfair profits
If Article 13 applies to an infringement then the claimant is entitled to the recovery of at least 'unfair profits'. As with other terms in the Directive, it is likely that 'unfair profits' will have an autonomous meaning. It is possible that a traditional account might relate only to 'profits' and not 'unfair' profits. Thus, it might be that profits attributed to the infringement can be divided into 'fair profits', which are not recoverable, and 'unfair profits' which can be recovered. Alternatively, it may be that all profits attributable to the infringement are 'unfair' and profits attributed to other factors (such as marketing or distribution channels) are the 'fair' aspects of the profits. The first interpretation allows greater room for discretion (a recently rediscovered aspect of the English account) 79 as to what is fair and what is not. However, it is suggested that the second interpretation would be more in keeping with the wording of the provision as Article 13(1) is mandatory as to what must be awarded and does not seem to afford discretion (compare with Article 13(2) in this regard).
In any event, in Hollister the Court of Appeal undertook a detailed evaluation of whether or not the profits could include a discount of the general overheads. It stated that a defendant must show that the relevant overheads are properly attributed to the infringing activity. 80 Further, without expressing a final conclusion, it opined that where a defendant's business is not running at full capacity there has been no lost opportunity to sell non-infringing products; accordingly, the general overheads had not been increased by the infringing activity. So no deduction from the profits can be made to take account of those overheads. 81 The reasoning of the Court of Appeal confined itself to the traditional principles of an account. However, it is far from clear that the Court of Justice would apply the traditional rules to determining what amounts to an 'unfair profit' (and that is probably what is important). It would be easy to overstate this point if the context is not fully understood.
Where the recoverable 'unfair profits' calculated under any (eventual) EU approach are more generous than those calculated under English law then the latter becomes irrelevant. This is because the minimum standard when granting 'damages' under the Article is the calculation of the EU 'unfair profits'. The English standard of accounting is only relevant where, following that procedure, the profits attributed to the defendant are greater than the 'unfair profits'. So where a traditional account provides 'additional' profits it would be more favouable to the rightholder and so can be awarded under Article 2(1) (provided they are 'fair and equitable').
However, on the particular point, because the Court of Appeal stated that general overheads could not be deducted, the profits under the English approach would, in relation to that point only, have to be the same or greater than the 'unfair profits' under the Directive (as the profits would be lower if a deduction were required under EU law). Neverthless, on the general issue, the English rules for assessing the profits may not always lead to a result more favourable to the rightholder. Are the rules on apportioning the profit -that is, identifying the profit caused by the infringement 82 -going to be the same in the European Union as in English law? It is unlikely that the Court of Justice would give the rightholder profits not earned by the use of the right, 83 but that does not mean the approach to apportionment would be the same. The English approach has largely seen apportionment as a simple question of fact, but it may be that the Court of Justice provides guidance which may turn it into a much more complicated question of fact and law. And with a different approach, the English law account might award lower profits than the EU 'unfair profits'; in such a case awarding an English account would not comply with European law.
CONCLUSION
The minimum harmonization of the rules on damages set out in Article 13 of the Enforcement Directive has yet to lead to a reference to the Court of Justice. Even when it does it is unlikely that EU law will fundamentally change the nature of remedies in the United Kingdom or elsewhere in Europe. However, it is important for the Courts and others to apply the traditional laws of remedies in England (and elsewhere) so as to provide at least the minimum the Court of Justice would require under the Enforcement Directive. It cannot be assumed that a loose analogue between traditional remedies and the wording of the Enforcement Directive is all that is required. Harmonization (probably) requires much more than that. 
